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SUB J : UN FINANCES - WORKING GROUP ON CURRENCY INSTABILITY 
REF: USUN 0953 AND USUN 0967 

1. WORKING GROUP APRIL 1 DISCUSSED QTE PREVENTIVE 
MEASURES UNQTE BY CONCENTRATING ON SPECIAL DRAWING RIGHTS 
(SDRS) AND QTE UNITS OF ACCOUNT UNQTE. 

2. MOST OF 

MEETINGWAS CONSUMED WITH QUESTION AND ANSWER 
DIALOGUE BETWEEN WORKING GROUP AND IMF REP. IMF REP 
STATED THAT SDRS WERE ESSENTIALLY BASKETS OF CURRENCY AND 
THAT WORLD ECONOMY WAS MOVING TO QTE VALUE SYSTEM UNQTE 
NOT BASED ON GOLD. THE VALUE OF GOLD THEREFORE WAS IRRE- 
LEVANT. IMF SOUGHT TO BREAK FIXED LINK BETWEEN SDRS AND 
DOLLAR. SDR BASKET IS BASED UPON THE SHARE OF WORLD TRADE 
OF EACH CURRENCY. CONTRIBUTIONS BY MEMBER STATES OF UN 
WOULD GO UP AND DOWN DEPENDING UPON FLUCTUATIONS IN VARIOUS 
INTERNATIONAL CURRENCIES. IF UN UNIT OF ACCOUNT WAS 
REFLECTION OF EXPENDITURES. UN WOULD KEEP PACE WITH 
FLUCTUATIONS. IF UNIT OF ACCOUNT WAS BASED ON ANY 
OTHER STANDARD THERE WOULD BE NO GUARANTEE THAT UN 
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BUDGET WOULD CONFORM TO REQUIREMENTS ENVISAGED AT 
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BEGINNING OF BUDGET YEAR. 

3. FRG REP ERSCHMIDT) THOUGHT THAT ANY UNIT OF ACCOUNT 
SHOULD LOGICALLY BE BASED ON EXPENDITURES; BUT ANY 
SYSTEM WOULD NOT AUTOMATICALLY BE BALANCED, I.E., 
FLUCTUATIONS IN THE DOLLAR VALUE OF ASSESSMENTS CANNOT 
BE AVOIDED. HE ALSO ARGUED THAT SDR WAS NOT. AND WAS 
NEVER CONCEIVED TO BE, A BUDGET UNIT. US REP (STOTTLE- 
MYER) QUESTIONED WHETHER UNIT OF ACCOUNT COULD PROTECT 
UN AGAINST FOREIGN EXCHANGE FLUCTUATIONS. HE ALSO 
WONDERED IF MEMBER STATES WOULD NOT BE TEMPTED TO 
SPECULATE AGAINST THIS UNIT OF ACCOUNT THROUGH TIMING 
OF PAYMENT OF CONTRIBUTIONS. SOVIET REP (PALAMARCHUK) 

ASKED IF POINT RAISED BY CCAQ PARA 30 (A/9008/ADD.16) 

WAS STILL VALID AND WAS ASSURRED BY IMF REP THAT SUCH 
WAS INDEED THE CASE. KENYAN REP (MWANGI) THOUGHT THAT 
UNIT OF ACCOUNT AS SUCH WOULD NOT BE USEFUL TO UN SINCE 
EXCHANGE RATES WOULD CONTINUE TO FLUCTUATE. CONVERSION 
IN INDIVIDUAL COUNTRIES FROM NATIONAL CURRENCY TO ANOTHER 
CURRENCY TO SDRS OR EQUIVALENT WOULD INVOLVE MEMBER 
STATES IN ADDITIONAL EXPENSES. 

4. CUBAN REP (SERRANO) THOUGHT THAT UN MIGHT PROFITABLY 
STUDY EXPERIENCE OF LEAGUE OF NATIONS IN ASSESSING IN 
GOLD FRANCS. HE ALSO THOUGHT GREATER EFFORT SHOULD BE 
MADE TO STUDY FOREIGN EXCHANGE FUTURES AND HE QUESTIONED 
WHETHER SECRETARIAT WAS MAKING SUFFICIENT EFFORT TO CON- 
VERT PROMPTLY ITS DOLLAR HOLDINGS INTO OTHER CURRENCIES 
IN ANTICIPATION OF FUTURE EXPENDITURES. ZIEHL OF SECRE- 
TARIAT POINTED OUT THAT SECRETARIAT HAD NOT DOLLARS TO 
CONVERT IN ADVANCE OF ACTUAL EXPENDITURE. SCHMIDT 
QUESTIONED CUBAN YARDSTICK OF STABILITY. DID SERRANO 
MEAN STABILITY IN ASSESSMENTS OR IN EXPENDITURES? 

SERRANO ARGUED FOR STABILITY IN BUDGET VALUE AND SUGGESTED 
EXAMINING PEGGING THIS UNIT TO GOLD FRANC AS EXAMPLE. 
STOTTLEMYER CRITICIZED IDEA OF STUDYING USE OF GOLD 

FRANC AND URGED SEARCH FOR PRACTICAL SOLUTIONS. SCHMIDT 
SUPPORTED BY DERRE (FRANCE) STATED THAT GOLD FRANC 
COULD BE CONSIDERED ONLY IN HISTORICAL CONTEXT SINCE AT 
PRESENT IT MEANT NOTHING IN A MONETARY SENSE. US (KELLER) 
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COMMENTED THAT UNIT OF ACCOUNT SYSTEM WOULD INVOLVE UN IN 
ADMINISTRATIVE COSTS. FURTHERMORE, MEMBER STATES WOULD 
NEVER KNOW FOR CERTAIN EXACT AMOUNT OF ASSESSMENT IN CON- 
VERTIBLE CURRENCY (I.E., REAL MONEY). 

5. CHAIRMAN JAIN ANNOUNCED THAT WORKING GROUP WOULD CON- 
TINUE TO EXAMINE PREVENTIVE MEASURES APRIL 2. ONCE RUN- 
THROUGH WAS COMPLETE, WG WOULD CONCENTRATE ON LIMITED 
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GROUP OF MEASURES ON WHICH GROUP COULD AGREE. 
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